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Through accelerated amortization per- 
mitted by the 1950 Revenue Act, taxable 
income may be decreased to permit con- 
tractors fo recover their costs in 60 months. 
Despite growing controversy over the 
desirability of the program, certificates of 
necessity have been issued up to April 
26 for amortization of $4,797,827,410 on 
1013 facilities. This article describes how 
the plan works; how contractors can get 
certificates entitling them to accelerated 
amortization; administrative procedures; 
differences between this and the World 
War Il program; percentages covered in 
various industries; financial statement 
treatment; and eight recommendations for 
accountants to obtain best results in in- 
come tax benefits for their taxpayer-clients 


T™ ISSUANCE of necessity certificates 
and the deduction of accelerated 
amortization of emergency facilities was 
authorized by the Revenue Act of 1950. 
This program is intended to permit sup- 
pliers of products needed by the govern- 
inent to charge against income and deduct 
for tax purposes all or part of the cost of 
expanding their facilities within the period 
that those facilities seem likely to be useful. 
Accountants need to know how the pro- 
gram works, both because many account- 
ants are or will be called upon to assist in 
setting it up for a given company, and 
because accelerated depreciation changes 
materially the normal depreciation and 


tax structure of the business using it. This 
accelerated amortization of emergency 
facilities is available only through the 
filing of timely applications and compliance 
with the regulations. Every taxpayer 
should be advised of the possibility of cur- 
rent tax benefits through participation in 
the emergency facility program. 

The Revenue Act of 1950 added Section 
124A to the Internal Revenue Code. This 
section authorizes the deduction from net 
income of amortization of the adjusted 
basis of an emergency facility over a period 
of 60 months. This deduction is in lieu of 
normal depreciation. 

Emergency facility is defined to mean 
any facility, land, building, machinery, or 
equipment, the construction, reconstruc- 
tion, erection, acquisition, or installation 
of which was completed after December 31, 
1949, and with respect to which a certifi- 
cate has been issued. 

In the regulations governing the issuance 
of necessity certificates, emergency facili- 
ties are stated to include any land, build- 
ings, machinery, or equipment required to 
aid in supplying goods and services neces- 
sary in the interest of national defense. 
The term obviously is not limited to pro- 
ductive facilities, and facilities which sup- 
port the performance of essential services 
should be considered within the scope of 
the term. 

This definition is broad and is generally 
believed warranted for the purpose of 
strengthening the industrial base of our 
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